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SOFTWARE TERMS AND CONDITIONS 


Presented To: 
IBM CORPORATION 


July 3,.1984 
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Digitized by the Internet Archive 
in 2014 


https://archive.org/details/O6555YSTCxx84Software Term 


STUDY QBJECTIVES 


r) Identification of marketing practices involving software terms 
and conditions. 


@ Areas Covered: 
- Licensing. 
- Redistribution. 
- Installation. 
~ Maintenance. 
- Marketing approaches. 
- Discounting 


- Future Trends 
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METHODOLOGY 


e This project was designed to update the information provided 
to IBM in May, 1982. 


@ Substantially all of the same companies interviewed in 1982 were 
interviewed again. 


- C.D.C. was added at the request of IBM 
- The following substitutions had to be made: 
e MBSi Substituted: for U.c.c. 
® Companies interviewed in June, 1984. 
- Mainframe (5). 
- Minicomputer (6). 
= Software (15). 
@ Vendor management interviewed by telephone by INPUT staff. 


6 IBM not identified. 
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METHODOLOGY - CONTINUED 


e Interyiew directed at public information. 
- Respondents could indicate if data was proprietary. 


e Lengthy questionnaire. 
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HARDWARE COMPANIES INTERVIEWED 


e Mainframe Companies. 
- Control Data Corp. 
- Honeywell. 
- Univac. 
~ Amdahl. 
- Burroughs. 
e Minicomputer Companies. 
- Perkin-Elmer. 
- Gould Computer Systems Division. 
- Digital Equipment Corporation. 
~ Hewlett-Packard. 
- Data General. 


- Prime Computer. 
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SOFTWARE COMPANIES INTERVIEWED 


6 Informatics e Mathematica 

@ Computer Associates @ Software AG (X) 
® SDC e MRI Systems 

8 Boole & Babbage e Pansophic 

@ Cincom i e MDSI (X) 

@ Nixdorf o. MSA 

8 McCormack & Dodge @ Cullinet 

e ADR 


(X) Not included in preliminary report. 
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INTERVIEWEES 


@ Sales & Marketing 


@ Product Management 
@ Legal/Administrative 
8 Other 
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N/A - 


Negative answer to question. 


Positive answer to question. 


Option is available. 


Option is not available. 


Don't Know - interviewee could not (would not) provide data. 


Not applicable 
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VARIATIONS IN TERMS AND CONDITIONS 


@ Some hardware firms still bundle. 
~ Three of five mainframe companies. 
- Three of six minicomputer companies. 


- Most bundling involves system software, not application 
software. 


e All but one hardware vendor (Amdahl) mentioned separate contract 
for microcomputer software. 


e Micro-computer software involves terms and conditions different 
from other software. 
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LICENSE TYPES 


@ Wide variety of offering. 


Leases 
Rental 
Usage 
Paid-up 
One-Time 


HARDWARE 


COMPANIES 


36% 
55% 

0% 
27% 
55% 


SOFTWARE 


60% 
62% 
38% 
77% 
92% 


@ One time charge proportion of sales varies widely. 


Hardware companies: 


Software companies: 


10 - 100% 


0 - 100% 


COMPANIES 
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CONDITIONS ON PAID-UP 
AND ONE-TIME CHARGE 


e Vendor almost always retains rights and prevents customer resale. 
- Only exception is Gould. 

e Vendors do not buy back code - no exceptions. 

8 Trend is towards providing credits to encourage upgrades. 
- Hardware vendors. 


- Software Vendors. 
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PURCHASE CREDITS 


Software firms somewhat more likely to give credits (53%) than 
hardware companies (40%). 


Maximum credit accruable shows great variation. 
Minimum - 33%. 


Maximum - 100%. 
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DISCOUNTS 


r Discounts usually for volume and multi-site. 
- Universal for software companies. 

6 Other forms of discount rare. 

@ Discount arrangements vary and are often negotiable. 
- Second user discount of 20-50% common. 


€ Sensitive item for several vendors. 
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PRICE PROTECTION 


Varies greatly by vendor and by license type. 


Trend is away from price protection. 
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LICENSING FOCUS 


HARDWARE SOFTWARE 
EICENSED 10: COMPANIES COMPANIES 


CPU Serial Number 64% 31% 
System Type 18% 8% 
User Site 18% 62% 
User Firm 27% , 31% 


Enforcement now seen as a business problem. 


Contract terms often monitored through field support 
services. 


Several respondents commented on being involved in contract 
Mitigation. 
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UPGRADES/ENHANCEMENTS 


No Change 
Additional Charge 
In Maintenance Fee 
New Product 


HARDWARE 


COMPANIES 


45% 
36% 
64% 
18% 


SOFTWARE 


38% 
15% 
92% 
15% 


COMPANIES 
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SOURCE CODE 


c) Hardware companies more likely to deliver source code (82%) 
than software companies (about 54%). 


- Extra fee often charged by hardware comapnies. 
- Usually in machine readable form. 

@ Most firms have some form of software protection. 
~ Hardware firms always copyright (100%). 


- Software firms both copyright (85%) and trade secret 
(GU Ae 


@ Attitudes on enforcement vary widely. 


- Most see enforcement as difficult. 
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REDISTRIBUTION (1) 


e Over half of hardware vendors engage in some form of software 
redistribution. 


- About half of software vendors do. 
- Usually a discount is involved. 
e@ Added value is usually required by hardware company. 


- Only one software respondent reported enhancing hardware 
vendor software to run on another vendor's hardware. 
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REDISTRIBUTION (2) 


@ End user licenses with either hardware vendor or redistributor. 
~ Hardware vendors divided on practice. 
- Software respondents (3) report licenses to themselves. 


@ A majority of vendors have different terms: and conditions with 
services vendors; examples: 


- Don't sell to some or all. 
- Cost or usage pricing/royalties. 


- Different discounts. 
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SOFTWARE REDISTRIBUTION 


DIFFERENCES IN T&C 
TO SERVICES VENDORS 
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INSTALLATION 


) Installation terms vary, no pattern. 

@ Acceptance period varies - 30-90 days most common. 

e Software companies somewhat more likely to have warranty 
depend on vendor installation (53%) than hardware companies 
(40%). 

@ Fewer software vendors make modifications to software than 


hardware companies. 
~ Common to try to avoid making modifications. 


- Some software companies view modifications as revenue 
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SEPARATE MAINTENANCE FEES 


TYPE OF HARDWARE SOFTWARE 
SOFTWARE LICENSE COMPANIES COMPANIES 
Lease 50% 73% 
Continuous Payment 50% 57% 
Usage Pricing N/A 50% 
Paid-Up 33% i 60% 
One Time Charge | 64% 58% 
NOTE: 


(1) Percentages against companies which have that type of 
software license. 
(2) If in fee, but optional, counted as separate. 
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MAINTENANCE (1) 


@ Annual fee of 10-12% of purchase price common for software 
vendors. 


- Varies for other vendors. 


® Maintenance typically includes both fixes and enhancements for 
software companies, less common for hardware companies. 


- Point at which an enhancement becomes a new product can 
depend on: 


Size. 
Functionality. 


@ Minimum maintenance term usually 12 months for software 


companies - hardware companies show greater variation. 


e Hardware maintenance is not a prerequisite for software 
maintenance by hardware companies. 
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MAINTENANCE (2) 


) Maintenance for old release varies from none to "forever," 
® There are few response time promises. 
@ Trouble report turnaround varies. 


~ "Immediate" most common promised. 


~ Actual practice will show variations. 
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FIX NOTIFICATION 


PE OF 
NOTIFICATION 


On-Site 

Telephone 

Letter 

Newsletter 

Maintenance Release 

All Users 

Applied By: 
Vendor only 
Customer only 
Both 


HARDWARE 


COMPANIES 


64% 
82% 
64% 
73% 
91% 
91% 


9% 
9% 
13% 


SOFTWARE 


COMPANIES 


46% 
92% 
62% 
62% 
771% 
100% 


Th 


54% 
38% 
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MAINTENANCE (3) 


@ Hardware companies are more likely to give a price discount 
for multi-license maintenance than software companies. 


6 Central maintenance arrangements are common among software 
companies, less so among hardware companies. 


® On-site maintenance pricing ranges from about $200/day to 
$850/day. 
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MARKET ING 


@ All hardware sales people also sell software. 
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TRENDS 


6 Respondees did not tend to forecast price increases. 

® Pricing factors varied by company - no discernable pattern. 

e Cost factors varied - no discernable pattern. 

) Hardware vendors becoming more service oriented in relation 
to software products. 

@ No pattern evolving for licensing methods. 
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